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Global Aerospace Underwriting Managers Limited
STRATEGIC REPORT

Business review and principal activities

The Company is the holding company of a group of companies, the principal activity of which is the transaction,
as agent, of aeraspace insurance. During 2021, business was underwritten on behalf of the Global Aerospace
Pool, the members of which were:

National Indemnity Company

Miinchener Riickversicherungs-Gesellshaft Aktiengesellschaft in Miinchen
The Tokio Marine & Nichido Fire Insurance Co. Ltd

Mitsui Sumitomo Insurance Co. Ltd

Mapfie Re, Compaiiia de Reaseguros, S.A.

The Group handles claims arising from current and previous business underwritten, and manages the run-off of
the British Aviation Insurance Group pool in the UK and Canada and the Associated Aviation Underwriters pool
in the US. The Group also provides management services to a number of aerospace insurance operations in run-
off. The Company is authorised and regulated by the Financial Conduct Authority as an insurance intermediary.
The Group has its Head Office in the UK and has operations in the US, Canada, Switzerland, France and

Germany.

The financial performance of the Group depends primarily on the state of the aviation insurance market which
has historically been cyclical. The income of the Group comes largely from management charges, fees and
commissions charged to current and run-off pool members and depends upon the expenses of the Group,
premiums written and pool profitability. The expenses of the Group together with any deficit arising in the
Group’s defined benefit retirement plans are charged to the pool members by way of a management charge. The
profit of the Group is therefore derived from the management fees and profit commissions from the Global
Aerospace Pool but also reflects the difference between the reimbursement of any deficit in the defined benefit
retirement plans less any amounts recognised as expense during the year.

The business model of the Group also depends on it retaining its own regulatory approvals worldwide and the
maintenance of a pool of financially strong insurers who can make available to the Group licensed insurance
capacity in the jurisdictions in which the Group transacts aviation insurance worldwide.

Market conditions improved for several years following a difficult period during which premiums were driven
down to unprofitable levels. Premium volumes underwritten have grown continuously since that time, the
impact of the Covid-19 pandemic notwithstanding. Market sentiment and trading conditions are starting to
become less favourable but our expectation is that they will remain satisfactory during 2022, albeit, more
challenging.

Note 1 to the financial statements explains the various elements of Group income. The Group’s income and Key
Performance Indicators (KPIs) in 2021 includes the 2021 management fee and profit commission on the 2020
pool along with an update to the 2019 position. Income also includes the management charge in respect of the
Group’s expenses. Total income in 2021 was £70 million compared with £59 million in 2020. Because of the
charging agreement with pool members, total comprehensive income for the year before currency translation
movements is a KPI. This was £11.8 million in 2021 compared with £7.4 million in 2020.

The Group continues to develop and refine its underwriting approach and adopts a selective and disciplined
approach to risk selection. The overall financial position at the end of the year was satisfactory and the directors

expect this to continue.

The Group has adequate financial resources and enjoys the continued commitment of its pool members. As a
consequence, the directors believe that the Group is well placed to manage its business risks successfully.

After making enquities, the directors have a reasonable expectation that the Company and the Group have
adequate resources to continue in operational existence for the foreseeable future. Accordingly, they continue to
adopt the going concern basis in preparing the annual report and financial statements.




Global Aerospace Underwriting Managers Limited

STRATEGIC REPORT

Principal risks and uncertainties

The management of the business and execution of the Group’s strategy are subject to a number of risks. The key
business risks affecting the Group are set out below. Risks are formally reviewed by the Board and processes
are in place to monitor and mitigate them.

Mavket conditions

The aviation market has historically been cyclical, with market premium rising and falling both as capacity
leaves and enters the market and as losses affect trading results. During soft market conditions the business
underwritten on behalf of pool members is likely to be less profitable. Underwriting losses could arise due to the
potential for catastrophic losses. To mitigate these risks, the Group’s underwriting strategy is based on
prevailing market conditions and senior management closely monitors and manages the underwriting, which
includes holding regular formal reviews. The underwriting is underpinned by loss models and pricing
algorithms which are regularly reviewed and updated.

Employees

The Group’s performance depends largely on the expertise and commercial judgments of its staff. The
resignation of key individuals or the inability to recruit people with the right experience and skills could
adversely impact the Group’s results. To mitigate this risk the Group’s employment and remuneration strategies
contain a number of elements specifically aimed at retaining key staff.

Financial risks

The Group’s activities expose it to financial risks, mainly credit risk, currency risk and interest rate risk.

Credit risk arises on deposits with financial institutions and is managed by restricting such deposits to highly
rated institutions only and by spreading deposits over several institutions. Currency risk arises as substantial
amounts of the Group's income and assets are US dollar denominated. These exposures are monitored but not
generally hedged. Long term interest rate risk arises from the Company’s investment in bond funds. The
significance of financial instruments to the Group’s performance and financial position is further detailed in the
financial instruments disclosure note to the financial statements (Note 3).

Impact of Brexit

We restructured our arrangements in the European Union during 2019 and 2020 to transition seamlessly to the
insurance regulatory environment after Brexit so that we continue to underwrite business from the EU. We do
this within the EU from our subsidiary company, Global Aerospace Underwriting Managers Europe, based in
Paris, or from its branch in Cologne, Germany. We also underwrite EU business in London, through the London
branch of Global Aerospace Underwriting Managers Europe which is regulated under the Financial Conduct
Authority’s temporary permissions regime. This London branch commenced business on 1% January 2021.

COVID-19

Although Covid-19 had a very significant impact on many of our insured clients, especially airlines, particularly at the
start of the pandemic, this is now waning as the aviation sector learns to live with Covid-19 and transitions back to
business as usual. Whilst there is still increased uncertainty of business volumes for some of our insured clients
compared with before the pandemic, we do not consider this to be significant in terms of any impacts on our financial
statements.

Russian Invasion of Ukraine

1t is not currently possible to assess with any certainty the impact of the Russian invasion of Ukraine on our business.
We have carried out a risk assessment and, subject to the uncertainty, provisionally concluded that, in the context of the
financial statements, the impact is likely to be minor. Russian risks underwritten are subject to EU and UK sanctions
which prevent the policies from providing the intended coverage.




Global Aerospace Underwriting Managers Limited

STRATEGIC REPORT

Section 172 Statement
The Directors consider the key stakeholders of the Company to be its customers, its shareholders, its pool members,

its employees, and the wider aerospace industry. In their decision-making, the Directors consider both the short and
long-term impacts. The Directors promote the success of the Company for the benefit of its stakeholders by:

» Considering the likely consequences of strategic and operational decisions in the long term.

Rewarding employees’ performance and encouraging their personal development. Management briefings,
biannual development reviews, health and wellbeing and social initiatives are used to engage with employees

e Providing an excellent service to our customers that is responsive to their aircraft insurance needs. Our long-
term partnerships, based on mutual respect and confidence, put the customer at the centre of the Company’s
business decisions.

e  Considering the impact of the Company’s operatioiis on the aerospace community and the environment. The
Company positively supports the improvement of safety throughout the aerospace industry and considers the
environmental impact of the way it runs its office locations.

o  Underwriting profitably, operating efficiently and maintaining a reputation for high standards of business
conduct and integrity.

¢ Acting fairly between the Company’s key stakeholders when their priorities differ.

Approved and signed on behalf of the Board

L

N Fernandes
Company Secretary
26 April 2022




Global Aerospace Underwriting Managers Limited

DIRECTORS’ REPORT

Group directors’ report for the year ended 31 December 2021
The directors present their report and the audited consolidated financial statements for the year ended

31 December 2021.

Results and dividend

The profit of the Group before income tax for the year ended 31 December 2021 amounted to £11,796,000
(2020: £12,247,000). The profit for the year for the Group was £9,368,000 (2020: £9,893,000). An interim
dividend of £7,439,000 was paid in the year (2020: £5,253,000); no final dividend is proposed (2020: nil)..

Directors and their interests
The names of the directors who held office during the year and up to the date of signing are shown on page 2.

None of the directors had any beneficial interest in the share capital of the Group companies at the beginning of
the year, during the year, or at the end of the year.

Directors’ indemnities

A qualifying third-party indemnity provision as defined in Section 234 of the Companies Act 2006 is in force for
the benefit of each of the directors and the Company secretary in respect of liabilities incurred as a result of their
office, to the extent permitted by law.

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with

applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the Group and parent company financial statements in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the UK Endorsement Board. Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the Group and the Company and of the profit or loss of the Company and Group for that
period. In preparing these financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

¢ make judgements and accounting estimates that are reasonable and prudent;

e  state whether applicable IFRSs as adopted by the UK Endorsement Board have been followed, subject
to any material departures disclosed and explained in the financial statements;

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company and the Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company'’s transactions and disclose with reasonable accuracy at any time the financial position of the Company
and the Group and enable them to ensure that the financial statements comply with the Companies Act 2006.

They are also responsible for safeguarding the assets of the Company and the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Disclosure of information to the Auditors
Each of the persons who is a director at the date of this report confirms that:

o so far as each of them is aware, there is no information relevant to the audit of the Company’s
consolidated financial statements for the year ended 31 December 2021 of which the auditors are
unaware; and

e the director has taken all steps that he/she ought to have taken in his/her duty as a director in order to
make him/herself aware of any relevant audit information and to establish that the Company’s auditors
are aware of that infonmation.
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DIRECTORS’ REPORT

Independent Auditors
In accordance with Section 489 of the Companies Act 2006, a resolution to reappoint Mazars LLP as auditors to

the Company will be put to the Annual General Meeting.

Employees
The Group encourages the involvement of employees by means of regular updates on business performance and

forecasts, staff surveys and performance related remuneration.

The Group is committed to employment policies which follow best practice based on equal opportunities for all
employees irrespective of gender, race, disability or marital status. The Group gives full and fair consideration to
applications for employment from disabled persons, having regard to their particular aptitudes and abilities. If
members of staff become disabled, where possible, the Group continues their employment, either in the same or an
alternative position, with appropriate retraining being given if necessary.

Financial Instruments
The Company holds financial instruments to support unfunded pension and post-retirement benefits as described
in Note 14.

UK Energy and Carbon Report

2021 2020
Electricity (kWh) 197,162 194,450
Transport (kWh) . 1,432 1,196
Total UK Energy (kWh) 198,594 195,646
Tonnes of CO2e 42.3 457
Tonnes of CO2e per full time equivalent 0.5 0.5

The above table was created in accordance with the mandatory requirements of Streamlined Energy & Carbon
Reporting (SECR) using the GHG accounting and reporting principals. The figures disclose fuel directly
purchased for the London office and its staff in the course of business during the reporting period. Indirect fuel
purchases, specifically for the fuel consumed by staff travelling on business by public transport, is excluded.
Tonnes of CO2 equivalent greenhouse gases (CO2¢) emitted is calculated using the UK Government Conversion

Factors for Companies.

The majority of UK energy consumption is incurred through the electric heating/cooling and lighting of the
London office and powering of computer equipment. All reasonable steps to reduce energy waste in the London
office have been taken. To reduce cncrgy consumption further would require material capital investment.

Approved and signed on behalf of the Board

Sl

N Fernandes
Company Secretary
26 April 2022
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GLOBAL AEROSPACL
UNDERWRITING MANAGERS LIMITED

Opinion

We have audited the financial statements of Global Aerospace Underwriting Managers Limited (the ‘parent
company’) and its subsidiaries (the ‘group’) for the year ended 31 December 2021 which comprise the Consolidated
and Parent Balance Sheet, the Consolidated Statement of Comprehensive Income, the Consolidated and the Parent
Statement of Changes in Equity, the Consolidated and the Parent Cash Flows Statement and notes to the financial
statements, including a summary of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable law and UK-adopted
international accounting standards and, as regards the parent company financial statements, as applied in accordance
with the provisions of the Companies Act 2006.

In our opinion, the financial statements:

e give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 December 2021
and of the group’s profit for the year then ended;

¢ have been properly prepared in accordance with UK-adopted international accounting standards and, as regards
the parent company financial statements, as applied in accordance with the provisions of the Companies Act
2006; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

‘We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the “Auditor’s responsibilities for the audit of
the financial statements” section of our report. We are independent of the group and the parent company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the director's use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the group's and the parent company’s ability
to continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor’s report thereon. The directors are responsible for the other information contained within the annual report,
Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise
appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
are required to determine whether this gives rise to a material misstatement in the financial statements themselves. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.
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Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of tle audit:

o the information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

o the strategic report and the directors® report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In light of the knowledge and understanding of the group and the parent company and their environment obtained in
the course of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if| in our opinion:
¢ adequate accounting records have not been kept by the parent company, or returns adequate for our audit have
not been received from branches not visited by us; or
the parent company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
¢ we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the group or the parent company or to cease
operations, or have no realistic alternative but to do so. ‘

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

hiregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including
fraud.

Based on our understanding of the group and the parent company and their industry, we considered that non-
compliance with the following laws and regulations might have a material effect on the financial statements:
employment regulation, health and safety regulation, anti-money laundering regulation.

To help us identify instances of non-compliance with these laws and regulations, and in identifying and assessing the
risks of material misstatement in respect to non-compliance, our procedures included, but were not limited to:
¢ Inquiring of management and, where appropriate, those charged with governance, as to whether the group and
the parent company is in compliance with laws and regulations, and discussing their policies and procedures
regarding compliance with laws and regulations;
e Inspecting correspondence, if any, with relevant licensing or regulatory authorities;
e Communicating identified laws and regulations to the engagement team and remaining alert to any indications of
non-compliance throughout our audit; and

-9-
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e Considering the risk of acts by the group and the parent company which were contrary to applicable laws and
. regulations, including fraud.

We also considered those laws and regulations that have a direct effect on the preparation of the financial statements,
such as UK tax legislation, pension legislation, the Companies Act 2006.

In addition, we evaluated the directors’ and management’s incentives and opportunities for fraudulent manipulation of
the financial statements, including the risk of management override of controls, and determined that the principal risks
related to posting manual journal entries to manipulate financial performance, management bias through judgements
and assumptions in significant accounting estimates, in particular in relation to impairment assessment of investments
in subsidiaries and goodwill, revenue recognition (which we pinpointed to the cut-off, accuracy, and occurrence), and
significant one-off or unusual transactions.

Our audit procedures in relation to fraud included but were not limited to:

e Making enquiries of the directors and management on whether they had knowledge of any actual, suspected or
alleged fraud;

¢ QGaining an understanding of the internal controls established to mitigate risks related to fraud;

e Discussing amongst the engagement team the risks of fraud; and

e Addressing the risks of fraud through management override of controls by performing journal entry testing.

There are inherent limitations in the audit procedures described above and the primary responsibility for the
prevention and detection of irregularities including fraud rests with management. As with any audit, there remained a
risk of non-detection of irregularities, as these may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal controls.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
report.

Use of the audit report

This report is made solely to the company’s members as a body in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a
body for our audit work, for this report, or for the opinions we have formed.

Lionel Cazali (Senior Statutory Auditor) for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor

30 Old Bailey

London

EC4M 7AU

4 May 2022
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Global Aerospace Underwriting Managers Limited

CONSOLIDATED BALANCE SHEET
as at 31 December 2021

Note 2021 2020
£000 £000

ASSETS
Non-current assets
Goodwill 4 64,907 63,997
Intangible assets 4 1,709 1,363
Property, plant and equipment 5 14,660 8,006
Deferred tax asset 7 2,610 2,864

8

9

4

Trade and other receivables 6,845 1,132

Financial assets 8,115 9,487
Retirement plan assets I 3,031 1,337
101,877 88,186
Current assets
Trade and other receivables 8 10,661 8,502
Cash and cash equivalents 10 27,419 27,401
Current tax asset 1,123 544
39,203 36,447
Total Assets 141,080 124,633
EQUITY AND LIABILITIES
Equity attributable to owners of the parent
Share capital il 75,420 75,420
Cumulative translation reserve 12 4,617 3,504
Retained earnings 12,736 8,378
Total Equity 92,773 87,302
Non-current liabilities
Lease liabilities 17 10,043 5,105
Trade and other payables I3 4,462 2,666
Contract liabilities 16 859 1,011
Deferred tax liability 7 417 183
Retirement benefit obligations 14 7,784 9,139
Provisions 15 385 302
23,950 18,406
Current liabilities
Lease liabilities 17 1,512 2,129
Trade and other payables 13 11,147 8,447
Contract liabilities 16 11,038 8,296
Current tax liabilities 660 53
24,357 18,925
Total Liabilities 48,307 37,331
Total Equity and Liabilities 141,080 124,633

The financial statements on pages 11 to 49 were approved by the Board on 26 April 2022 and signed on its behalf by

S A Michael A M E Tasker ——
Director Director {AL‘* \ ’Sé ,

Registered number: 02512067
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Global Aerospace Underwriting Managers Limited

PARENT COMPANY BALANCE SHEET

ASSETS

Non-current assets
Intangible assets

Property, plant and equipment
Investments in subsidiaries
Deferred tax asset

Trade and other receivables
Retirement plan assets

Current assets

Trade and other receivables
Cash and cash equivalents
Current tax asset

Total Assets

EQUITY AND LIABILITIES

Equity attributable to owners of the parent
Share capital

Retained earnings

Total Equity

Non-current liabilities

Lease liabilities

Trade and other payables
Retirement benefit obligations
Contract liabilities

Deferred tax liability
Provisions

Current liabilities
Lease liabilities

Trade and other payables
Contract liabilities
Current tax liability

Total Liabilities

Total Equity and Liabilities

as at 31 December 2021

Note

11

17
13
14
16

15

17
13
16

2021 2020
£°000 £000
262 140
3,356 3,876
91,839 91,839
- 299

3,549 1,256
2,835 -
101,841 97,410
4,834 5,900
13,402 8,764
1,122 84
19,358 14,7438
121,199 112,158
75,420 75,420
27,980 26,153
103,400 101,573
2,837 3,366
1,769 1,126

- 1,255

27 33

417 -
240 234
5,290 6,014
657 604
7,007 1,400
4,823 2,562
22 5
12,509 4,571
17,799 10,585
121,199 112,158

The financial statements on pages 11 to 49 were approved by the Board on 26 April 2022 and signed on its behalf by

S A Michael
Director

I

A M E Tasker

Director
M0

-12-
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Global Aerospace Underwriting Managers Limited

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2021

Revenue

Administrative expenses
Other gains

Operating profit
Finance income

Finance costs

Profit before tax

Tax expense

Profit for the year

OTHER COMPREHENSIVE INCOME (NET OF TAX)

Items that will not be reclassified to profit or loss
Remeasurement of defined benefit obligation

Items that may be subsequently reclassified to profit or loss
Gains/(losses) on financial assets measured at fair value through other

comprehensive income

Total comprehensive income for the year before currency
translation movements

Currency translation difference

Total comprehensive income for the year

-13-

Note

18

19

20

21

21

22

12

2021 2020
£000 £000
70,209 59,169
(58,491) (47,197)
82 338
11,800 12,310
262 607
(266) (670)
11,796 12,247
(2,428) (2,354)
9,368 9,893
2,898 (2,822)
(469) 368
11,797 7,439
1,113 (2,631)
12,910 4,308
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 31 December 2021

Balance at 1 January 2020
Profit for the year

Other comprehensive income
Remeasurement of defined benefit obligation
Gains on financial assets measured at fair value
through other comprehensive income

Currency translation differences

Total comprehensive income for the year

Transactions with owners
Dividend paid

Issue of ordinary shares
Balance at 31 December 2020

Balance at 1 January 2021

Profit for the year

Other comprehensive income

Remeasurement of defined benefit obligation
Losses on financial assets measured at fair value
through other comprehensive income

Currency translation differences

Total comprehensive income for the year

Transactions with owners
Dividend paid

Balance at 31 December 2021

Cumulative
Share translation Retained Total
Capital reserve Earnings Equity
Note £000 £000 £°000 £000
25,000 6,135 6,192 37,327
9,893 9,893
(2,822) (2,822)
368 368
12 (2,631) (2,631)
4,808
(5,253) (5,253)
50,420 50,420
75,420 3,504 8,378 87,302
75,420 3,504 8,378 87,302
9,368 9,368
2,898 2,898
(469) (469)
12 1,113 1,113
12,910
(7,439) (7,439)
75,420 4,617 12,736 92,773
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Global Aerospace Underwriting Managers Limited

PARENT COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2021

Share Retained Total
Capital Eamings Equity
£000 £000 £000
Balance at 1 January 2020 25,000 24,070 49,070
Profit for the year 10,117 10,117
Other comprehensive income
Remeasurement of defined benefit obligation (2,781) (2,781)
Total comprehensive income for the year 7,336
Transactions with owners
Dividend paid (5,253) (5,253)
Issue of ordinary shares 50,420 50,420
Balance at 31 December 2020 . 75,420 26,153 101,573
Balance at 1 January 2021 75,420 26,153 101,573
Profit for the year 6,790 6,790
Other comprehensive income
Remeasurement of defined benefit obligation 2,476 2,476
Total comprehensive income for the year 9,266
Transactions with owners
Dividend paid (7,439) (7,439)
Balance at 31 December 2021 75420 27,980 103,400

Total recognised income and expense for the year is the same as profit for the year.
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Global Aerospace Underwriting Managers Limited

CONSOLIDATED CASH FLOWS STATEMENT
for the year ended 31 December 2021

Cash flow from operating activities

Cash generated from operations

Interest paid

Income tax paid

Net cash generated from operating activities

Cash flow from investing activities

Purchases of property, plant and equipment
Purchases of intangible assets

Purchase of investments

Interest received

Proceeds from sale of property, plant and equipment
Proceeds from sale of investments

Net cash used in investing activities

Cash flow from financing activities
Repayment of lease borrowings

Dividends paid to Company’s shareholders
Interest paid on shareholder loan

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Exchange gain/(loss) on cash and cash equivalents
Cash and cash equivalents at end of the year

-16-

Note

25

10

10

2021 2020
£000 £2000
16,161 14,738
(268) (292)
(2,701) (1,651)
13,192 12,795
(4,219) (291)
(1,108) (850)
(50) ®
16 91
1 -
1,289 _ 1,995
(3,071) 936
(2,040) (2,254)
(7,439) (5,253)
- (370)
(9,479) (7,877)
(358) 5,854
27,401 22,323
376 (776)
27,419 27,401




Global Aerospace Underwriting Managers Limited

PARENT COMPANY CASH FLOWS STATEMENT

for the year ended 31 December 2021

Cash flow from operating activities

Cash generated from operations

Interest paid

Income tax paid

Net cash generated from operating activities

Cash flow from investing activities

Purchases of intangible assets

Purchases of property, plant and equipment
Dividend received

Interest received )

Proceeds from sale of property, plant and equipment
Net cash generated from investing activities

Cash flow from financing activities
Repayment of lease borrowings

Dividends paid to Company’s shareholders
Interest paid on shareholder loan

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of the year
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2021 2020

Note £°000 £000
25 11,085 7,067
(113) (131)

(1,759) (1,693)

9,213 5,243

(213) (103)

(11) (55)

3,699 3,906

2 24

1 -

3,478 3,772

(614) (585)

(7,439) (5,253)

- (370)

(8,053) (6,208)

4,638 2,807

10 8,764 5,957
10 13,402 8,764




Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The consolidated financial statements of Global Aerospace Underwriting Managers Limited have been prepared in
accordance with International Financial Reporting Standards as adopted by the UK Endorsement Board, IFRIC
Interpretations and the Companies Act 2006 applicable to companies reporting under IFRS. The consolidated
financial statements have been prepared under the historical cost convention, modified by the revaluation of financial
assets at fair value through profit or loss. The going concern basis has been used.

The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in the process of applying the company's accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements, are disclosed in Note 2.

Consolidation

The consolidated financial statements comprise the financial statements of Global Aerospace Underwriting
Managers Limited and its subsidiaries as at 31 December each year. No profit or loss account is presented for
Global Aerospace Underwriting Managers Limited, as provided by Section 408 of the Companies Act 2006. The
profit after tax of the Company for the year is £6,790,000 (2020: £10,117,000).

Subsidiaries are all entities (including structured entities) over which the group has control. The group controls an
entity when the group is exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the group. They are deconsolidated from the date that contro} ceases.

The Group uses the acquisition method to account for the purchase of subsidiaries. The excess of the consideration
transferred over the fair value of the net assets acquired is recorded as goodwill.

The Group uses the predecessor value method to account for the transfer of business within the Group, where
ultimate control of the transferred business remains unchanged. Assets and liabilities are transferred at their net book
value, no goodwill is recorded, and no profit or loss is recognised.

Intra-group transactions, balances and unrealised gains on intra-group transactions are climinated. Unrealised losses
are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.

Foreign currency

Functional and presentation cuirency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the ‘functional currency’). The consolidated financial
statements are presented in sterling, which is the parent company’s functional and presentation currency.

Foreign currency transactions

Transactions in foreign currencies are translated into the functional currency at the exchange rate prevailing at the
date of the transaction. Since most of the income in foreign currencies is earned over the year, the use of the average
rate for the year is the most appropriate rate. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are translated into sterling at the foreign exchange rate at that date. Foreign exchange differences
arising on translation are recognised in the statement of comprehensive income. Non-monetary assets and liabilities
that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of

transaction.

Foreign exchange differences arising on retranslation are recognised directly in a separate component of equity.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 3] December 2021

ACCOUNTING POLICIES (continued)

Financial statements of foreign operations
The results and financial position of all group entities that have a functional currency different from the presentation
cutrency are translated into the presentation currency as follows:
1) The assets and liabilities of foreign operations, including goodwill arising on consolidation, are translated to
Sterling at exchange rates at the balance sheet date.
2) The revenues and expenses of foreign operations are translated to sterling at rates approximating the
exchange rates at the dates of the transactions.

Net investment in foreign operations

Exchange differences arising at year end from the translation of net investment in foreign operations are taken to the
translation reserve.

Property, plant and equipment
All property, plant and equipment are shown at cost less subsequent depreciation.

Depreciation on assets is calculated using the straight-line method to allocate the cost of each asset to its residual
value over its estimated useful life as follows:

Computer equipment 3-6 years
Equipment 5-6 years
Aircraft and motor vehicles 4-5 years

Equipment includes furniture and fixtures. Premises leases and leasehold improvements are depreciated over the
lease term.

Intangible assets

Acquired computer software licences are capitalised on the basis of costs incurred to acquire and bring to use the
specific software. The costs are amortised on the basis of the expected useful life (2-3 years).

Computer software development costs recognised as assets are amortised using the straight line method over their
useful lives (2-3 years).

Investments in subsidiaries

Investments in subsidiaries are catried at cost less accumulated impairment losses.

Goodwj]l

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net
identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill is an intangible asset presented
separately in the balance sheet. Goodwill has an indefinite useful life and is tested annually for impairment, or more
frequently if events or changes in circumstances indicate potential impairment, and carried at cost less accumulated
impairment losses. For the purposes of impairment testing, goodwill is allocated to individual subsidiaries as these
are regarded as being individual cash generating units (CGUs).

Goodwill arising on acquisitions before the transition to IFRS on 1 January 2004 has been retained at the previous
UK GAAP amounts subject to being tested for impairment.

Tinancial Assets

Financial assets are investments held to support deficits and liabilities of the Group’s post-retirement schemes.
Purchases and sales of investments are recognised on the date of trade. The fair value of the mutual funds are based
on their net asset value per share.

Cash and cash equivalents
In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at call

with banks, other short-term highly liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within leases in current liabilities on the balance sheet.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

ACCOUNTING POLICIES (continued)
Deferred taxation

Deferred taxation is recognised on all taxable temporary differences using the balance sheet liability method. In
addition, a deferred tax asset is recognised to the extent that it is probable that a taxable surplus will be available
against which the deductible temporary difference can be utilised.

Deferred tax assets and liabilities are measured at tax rates that are expected to apply to the period when the asset is
realised or the liability is settled.

Pension obligations

The Group operates defined benefit pension schemes and defined contribution savings plans. Separate schemes are
offered to employees in the United Kingdom, United States of America, Canada, France, Switzerland and Germany.
A defined contribution plan is a pension plan under which the group pays fixed contributions into a separate entity.
The Group has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service in the current and prior periods. A defined benefit
plan is a pension plan that is not a defined contribution plan.

The asset recognised in the balance sheet in respect of defined benefit pension plans is the fair value of plan assets
less the present value of the defined obligation at the balance sheet date. The defined benefit obligation is calculated
annually by independent actuaries using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using interest rates of high-quality
corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity
approximating to the terms of the related pension obligations.

Actuarial gains and losses that arise from experience adjustments and changes in actuarial assumptions are charged
or credited to other comprehensive income in the period in which they arise. Past service costs are recognised
immediately in income.

For defined contribution plans, amounts payable to the plan are recognised as an employee benefit expense when they
are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or reduction in the future
payments is available. The group has no further payment obligations once the contributions have been paid.

Other post-retirement benefits

In the United States of America post-retirement healthcare is provided to certain retirees. The entitlement to those
benefits is conditional on the employee remaining in service up to retirement age and the completion of a minimum
service period. The expected costs of these benefits are accrued over the period of employment using an accounting
methodology similar to that for defined benefit pension plans. Actuarial gains and losses arising from experience
adjustments are charged or credited to comprehensive income.

Leases
The Group is the lessee of certain property, plant and equipment.

On the commencement date of each lease, a right-of-use asset is recognised in property, plant and equipment and a
corresponding lease liability is recognised in leases. The lease liability is equal to the contractual cash flows
discounted at the rate of interest implicit in the lease or at the Group’s incremental borrowing rate. The lease term
covers any non-cancellable period and any optional periods which management are reasonably certain will be
exercised.

The right of use asset is depreciated over the shorter of the lease term and the useful life of the asset. The finance
costs of the lease liability are charged to the statement of comprehensive income. Lease payments reduce the lease
liability.

The Group currently uses an incremental borrowing rate of LIBOR + 2.00%, where LIBOR is the three-month
maturity rate at the commencement date, in the underlying lease currency. The Group’s incremental borrowing rate
is reassessed at the inception of each major lease. The payments of low value leases and short-term leases are
charged to the statement of comprehensive income on a straight-line basis. As a practical expedient, non-lease
components are only separated from lease components for premises leases.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

ACCOUNTING POLICIES (continued)

The Group also sublets certain property as an intermediate lessor. The sublease is classified as an operating lease
because the Group substantially retains the risks and rewards of ownership. Operating lease income is recognised
over the sublease term on a straight-line basis.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions are measured at the directors’ best estimate of the
expenditure required to settle the obligation at the balance sheet date and are discounted to present value where the
effect is material.

Revenue

Management charge

Pool Members reimburse the Group's expenses as consideration for transacting aerospace insurance as their agent.
Funding is received quarterly in advance and revenue is recognised through the year as expenses are incurred. The
excess of funding received over revenue recognised for the current calendar year is a liability repayable to the pool
members since, by year end, the Group has fulfilled its performance obligations for the year. Any funding received
during the year in respect of the following year is a contract liability which reflects the Group's obligations in respect
of the following calendar year.

Management fee

Pool Members pay a fee based on the aggregate gross written premium as consideration for transacting aerospace
insurance on their behalf. Revenue is recorded on an estimated basis as premiums are written and is adjusted over
the next two years, to reflect changes in estimated gross written premium, until the fee is received. Once the fee is
received, no further adjustments to revenue are made.

Profit commission

Pool Members pay the Group a fee based on the total pool trading return as consideration for transacting aerospace
insurance on their behalf. This performance obligation is satisfied throughout the year. The total trading returns
cannot be reliably estimated until sometime after the year end as claims take time to be notified and settled.
Therefore profit commission is only recognised as a receivable when it’s probable that a significant reversal of
revenue will not be required. For the 20x1 pool year total trading return, profit commission will first be recognised
on an expected value basis in 20x2, then revised in 20x3 as loss experience develops; consideration is received in
20x4. Once consideration is received, no further adjustments to revenue are made. When an underwriting year
makes a loss, the reduction this makes to the profit commission for the next profitable underwriting year is
recognised when that profit commission is credited.

Other Aviation Insurance Management Revenue

This revenue category includes fees charged to policyholders, co-insurers and reinsurers. Where the Group transacts
insurance as the lead market, policyholders are charged for the additional administrative work undertaken. Co-
insurers are charged for claims handling and surveys undertaken. Ceding commission and other similar income
streams are received from proportional reinsurers. In each of these contracts, revenue is recognised as services are
provided. Some elements of this consideration are variable but are not constrained and all payment terms are within
one year.

Fireside Disaster Response

Fireside generates revenue from service agreements and other emergency response related services. Service
agreements typically cover a one-year term and provide asset monitoring by Fireside’s Emergency Operations
Centre. Consideration is received at contract inception and revenue is recognised evenly over the contract term. A
contract liability for outstanding service agreement obligations is recognised each reporting period. Additional
revenues are generated from training, speaking, seminars, consulting engagements, and disaster response services.
Revenue for these engagements are recognised when the services are performed.

Sublease Income
The Company sublets its Vancouver office space, the head lease and sub-lease both expire on 30 June 2023,
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Global Aerospace Underwriting Managers Limited
. Notes to the Financial Statements
At 31 December 2021

ACCOUNTING POLICIES (continued)
Dividend distribution

Dividend distribution to the Company’s shareholders is not recognised in the Group’s financial statements until
dividends are approved by the board and paid.

Changes to accounting standards
New and amended standards adopted by the group

No new standards or amendments to standards became effective from 1 January 2021 that had an impact on the
consolidated financial statements of the Group.

New standards and interpretations not yet adopted

Several amendments to standards that will become effective on or after 1 January 2022 have been issued but have
not been adopted in the preparation of these financial statements. None of these amendments are expected to have a
material impact on the consolidated financial statements of the Group when they are adopted.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

Estimated impairment of goodwill and investments in subsidiaries

The Group tests annually whether goodwill has suffered any impairment in accordance with the accounting policy
stated in Note 1 above. The recoverable amount of a cash-generating unit (CGU) is determined based on cash flows
of the underwriting pool. These calculations require the use of estimates of premiums written, loss ratios and the
timing of cash flows (see Note 4).

Pension Benefits

The present value of the pension obligations depends on a number of factors that are determined on an actuarial basis
using a number of assumptions. The assumptions used in determining the net cost (income) for pensions include the
discount rate. Any changes in these assumptions will impact the carrying amount of pension obligations.

The Group determines the appropriate discount rate at the end of each year. This is the interest rate used to
determine the present value of estimated future cash outflows expected to be required to settle the pension
obligations. In determining the appropriate discount rate, the group considers the interest rates of high-quality
corporate bonds denominated in the currency in which the benefits will be paid, and with terms to maturity
approximating the terms of the related pension liability.

Other key assumptions for pension obligations are based in part on current market conditions. Additional
information is disclosed in Note 14.

Revenue Recognition

The Pool Members' Agreement describes the services to be provided by the Group as agent to the Pool Members in
exchange for remuneration via management charge, management fee and profit commission. The Group provides
these services as a single integrated product. For that reason, in the opinion of management, the services in the Pool
Members' Agreement constitute a single performance obligation which is fulfilled each calendar year.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021
3. FINANCIAL RISKS

The financial instruments held by the Group and Company are as follows:

Group Company
2021 2020 2021 2020
£000 £000 £°000 £°000

Cash and cash equivalents 27,419 27,401 13,402 8,764
Trade and other receivables 15,966 9,271 7,532 6,468
Financial assets at fair value through profit or loss 378 322 - -
Financial assets at fair value through other

comprehensive income 7,737 9,165 - -
Trade and other payables 14,539 11,300 8,776 2,525
Lease liabilities 11,555 7,234 3,494 3,970

The carrying amount of financial instruments approximates to their fair value.

The Group charges all expenses incurred in managing pool business directly to those pool members. Funds for those
expenses are generally collected in advance and expenses charged are reduced by interest received on such funds
held. Accordingly, with the exception of market risk, any risks giving rise to changes in the net expenses charged to
pool members and other entities has no effect on the Group’s profit or shareholders’ equity.

The main risks arising from the use of financial instrtuments by the Group are credit risk, market risk (encompassing
currency risk, interest rate risk and other price risk) and liquidity risk. The Group’s exposure to these risks and how
the exposure is managed is set out below:

3a. Credit risk
Credit risk arises on deposits with financial institutions and is managed by restricting such deposits to highly rated

institutions only. Credit risk also arises on trade and other receivables as debtors could default on their obligation to
pay monies due to the Group.

i) Trade and Other Receivables Overdue
Group Company
2021 2020 2021 2020
£°000 £000 £2000 £000
Under one month 168 164 53 55
Two to six months 358 313 280 284
Six months to one year - 26 - 26
More than one year 10 8 10 5
536 511 343 370

No expected credit losses have been recognised during the period in respect of trade receivables. Receivables due
from pool members carry very low credit risk since any default would be recovered from forthcoming payables.
When the historical default rate for each category of receivable is applied to the respective outstanding balances at
the reporting date, the total expected credit losses are immaterial. The majority of aged receivables detailed above
are leader’s fees which routinely take longer than 60 days to recover but historically have a negligible default rate.
Management monitors the leader’s fee recoverability monthly and balances are written off only in the case of
default. Other receivable categories with marginally higher default rates are written off when they are 12 months past
due but they remain subject to enforcement activity until they default. Management considers receivables to be in
default only when there is no reasonable possibility of recavery.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

3. FINANCIAL RISKS (continued)
3a) Credit risk (continued)

Group Company
2021 2020 2021 2020
£000 £°000 £000 £000
Maximum exposure to credit risk 4,504 4,087 1,103 1,137
i) Debt Instruments at Fair Value through Other Comprehensive Income

To measure expected credit losses, each of the underlying debt instruments are grouped by credit quality and the
relevant Standard and Poors default rate is applied to the aggregate value of each group. Loss allowances are limited
to 12 months of expected credit losses since there has been no significant increase in credit risk since initial
recognition. The size of the loss allowance measured is trivial and therefore rio impairment has been recognised in
respect of financial assets held at fair value through other comprehensive income. Changes in credit risk are assessed
annually by calculating the composite default rate of the assets held on the reporting date and comparing them to the
composite default rate when the same assets were initially recognised.

3b) Market risk

Currency risk

The Group is exposed to currency risk on items that are denominated in a currency other than the respective
functional currency of the Group entities. The risk arises primarily for the UK parent company as substantial
amounts of the Group’s income and receivables are US dollar denominated. As the Group’s net income is expected
to be distributed to shareholders by way of dividends, and as each shareholder’s functional currency is different (and
not sterling) these exposures are not hedged. Foreign currency income is sold at spot rates to fund the tax, interest
and dividend cash flows which are denominated in sterling. The Group’s sensitivity to changes in the USD:GBP
rate of exchange is shown below.

The Group and Company had the following exposures to the US Dollar (based on notional amounts):

Group Company .

2021 2020 2021 2020

£000 £7000 £°000 £'000

Cash and cash equivalents 14,884 19,138 2,135 3,125

Trade and other receivables 17,434 12,487 12,665 7,735

Financial assets at fair value through profit or loss 378 322 - -
Financial assets at fair value through other ‘

comprehensive income 1,737 9,165 - -

Trade and other payables (6,304) (8,842) (854) (19)

Lease liabilities (7,279) (2,258) - -

26,850 30,012 13,946 10,841

At 31 December 2021, £1 = US $1.3477 (2020: US $1.3669) and the average exchange rate during the year was £1 =
US $1.3757 (2020: US $1.2837).
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

FINANCIAL RISKS (continued)
3b) Market risk (continued)

Movements in the value of financial instruments arising from movements in the value of the US dollar at
31 December would have had the following effects on profit after tax and equity:

Group Company
2021 2020 2021 2020
£000 £000 £°000 £000
Profit

Increase of 10 % (469) (318) (469) (318)
Decrease of 10 % 574 389 574 389

Equity
Increase of 10 % (2,304) (2,266) (469) (318)
Decrease of 10 % 2,816 2,770 574 389

Interest rate risk
At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was:

Group Company

2021 2020 2021 2020

£000 £000 £000 £000
Variable rate instruments
Cash and cash equivalents 27,419 27,401 13,402 8,764
Financial assets at fair value through profit or loss 146 117 - -
Financial assets at fair value through other
comprehensive income 7,737 9,165 - -

Short-term interest rate risk arises on deposits of cash and cash equivalents. Longer term interest rate risk arises on
investments in bond funds. Investments are held to support various post-retirement benefit plans and are limited to
the liability associated with those plans. They are designated as fair value though other comprehensive income in
order to avoid any accounting mismatch with the pension charge in the income statement. A one percent change in
long term interest rates would have resulted in a movement of £1,059,000 (2020: £1,346,000) in valuation. There
would have been no change in total comprehensive income for the year as the management charge income would be
adjusted to reflect the change in value.

3c¢) Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient funds to
meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation. Funding for the Group’s operating expenses is received from pool
members in advance each quarter. Other significant cash out flows are expected to be covered by the management
fee from the insurance pools and dividends from subsidiaries and are monitored via a cash flow forecast. Cash
balances are monitored regularly, at least on a weekly basis.
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Notes to the Financial Statements
At 31 December 2021

FINANCIAL RISKS (continued)
3¢) Liquidity risk (continued)

A maturity analysis for financial liabilities showing the remaining contractual maturities is shown below:

Group Company

2021 2020 2021 2020
£°000 £°000 £000 £000

Trade and other payables
Less than one year 10,741 9,125 7,213 1,625
1 to S years 2,958 1,257 1,368 643
More than 5 years 840 918 195 257

Lease liabilities

Less than one year 1,790 2,328 745 709
1 to 5 years 6,541 4,286 2,903 2,761
More than 5 years 4,391 1,276 - 851

3d) Capital management

The Group’s objectives when managing capital are to safeguard the ability to continue as a going concern, to
provide returns for shareholders, to maintain adequate capital to meet regulatory requirements in the UK and to
maintain an efficient capital structure to ensure an optimal cost of capital. Since the cancellation of the shareholders’
loan on 17 April 2020, the Group’s capital structure is entirely equity. The business model of the Group, whereby
the Group’s expenses are reimbursed by the companies to which it provides services, means that the Group can
normally distribute as dividends its comprehensive income for the year excluding currency translation difference.

The parent Company needs to maintain a minimum level of capital to meet FCA regulatory requirements.
Compliance with these requirements is reviewed regularly including a formal board review of capital adequacy
which includes stress and scenario testing. The Company has complied with the FCA requirements during the year.

3e) Fair value estimation

Financial instruments are measured in the balance sheet at their fair value which requires disclosure of fair value
measurements by level of the following fair value measurement hierarchy:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

e Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

o Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level
3.

The financial instruments totalling £8,115,000 constitute £7,883,000 of bond fund investments and £232,000 of
equity investments held by the group. In 2020, the financial instruments totalling £9,487,000 constituted £9,282,000
of bond fund investments and £205,000 of equity investments held by the group. These are valued at their net asset
value and are all categorised as level 1.
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Global Aerospace Underwriting. Managers Limited
Notes to the Financial Statements
At 31 December 2021

INTANGIBLE ASSETS
A) Group Goodwill Software
£'000 £000
At 1 January 2021
Cost or valuation 92,676 . 11,861
Accumulated amortisation (28,679) (10,498)
Net book amount 63,997 1,363
Twelve months ended 31 December 2021
Opening net amount at 1 January 2021 63,997 1,363
Exchange differences 910 4
Additions - 1,120
Disposals - (12)
Amortisation charge - (766)
Net book amount 64,907 1,709
At 31 December 2021
Cost or valuation 93,994 11,417
Accumulated amortisation (29,087) (9,708)
Net book amount 64,907 1,709

The recoverable amount of a CGU is determined based on returns of the underwriting pool managed by that CGU.
These calculations use discounted cash flow projections which extend forward to a terminal value. The cash flows
are based on financial forecasts approved by management, covering a five-year period, and are projected beyond that
using a growth rate of 2.70%. Cash flows are discounted to net present value using an after-tax discount rate of
6.13%. Forecasts assume that premium-income will decline over the next five years, that loss ratios will not be
materially different from current trading and that investment income on funds generated will be 0.99% p.a.

B) Company Software
£000

At 1 January 2021

Cost or valuation 1,763

Accumulated amortisation and impairment (1,623)

Net book amount 140

Twelve months ended 31 December 2021

Opening net amount at 1 January 2021 140
Additions . 213
Amortisation charge ©n
Net book amount 262
At 31 December 2021

Cost or valuation 1,976
Accumulated amortisation and impairment , (1,714)
Net book amount 262
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5. PROPERTY, PLANT AND EQUIPMENT

A) Group
Aircraft
and
Computer Motor
Premises Equipment Equipment Vehicles Total
£000 £000 £000 £000 £000
At 1 January 2021
Cost or valuation 9,800 6,494 1,499 172 17,965
Accumulated depreciation (3,760) (5,011) (1,016) (172) (9,959)
Net book amount 6,040 1,483 483 - 8,006
Twelve months ended 31 December 2021
Opening net amount at
1 January 2021 6,040 1,483 483 - 8,006
Exchange differences 3) 3 - - -
Additions 5,197 4,211 55 - 9,463
Disposals : - (34) (22) - (56)
Depreciation charge (1,955) (630) _(168) - (2,753)
Closing net book value at 31
December 2021 9,279 5,033 348 - 14,660
At 31 December 2021
Cost or valuation 12,430 7,048 1,254 174 20,906
Accumulated depreciation (3,151) (2,015) _(906) (174 (6,246)
Net book amount 9,279 5,033 348 - 14,660
B) Company
Computer
Premises Equipment Equipment Total
£'000 £000 £000 £°000
At 1 January 2021
Cost or valuation 4,382 1,329 785 6,496
Accumulated depreciation (1,034) (973) (613) (2,620)
Net book amount 3,348 356 172 3,876
Twelve months ended 31 December 2021
Opening net amount at 1 January 2021 3,348 356 172 3,876
Additions 139 1 9 149
Disposals - (1) - 0))]
Depreciation charge (529) (75) (64) (668)
Closing net book value at 31 December 2021 2,958 281 117 3,356
At 31 December 2021
Cost or valuation 4,521 1,319 611 6,451
Accumulated depreciation (1,563) (1,038) (494) (3,095)
Net book amount 2,958 281 117 3,356
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

INVESTMENTS IN SUBSIDIARIES

At 1 January
Investments during the period
At 3] December

Details of Investments in Subsidiaries can be found in Note 26.

DEFERRED TAX

2021 2020
£000 £7000
91,839 91,839
91,839 91,839

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The

offset amounts are as follows:

Group Company
2021 2020 2021 2020
£000 £°000 £000 £°000
Deferred tax assets:
Deferred tax asset to be recovered after more than 12 months 2,395 2,146 291 299
Deferred tax asset to be recovered within 12 months 1,331 759 - -
3,726 2,905 291 299
Deferred tax liabilities
Deferred tax liability to be paid after more than 12 months (1,533) (224) (708) -
Deferred tax liability to be paid within 12 months - - - -
2,193 2,681 417) 299
The gross movement on the deferred income tax account is
as follows:
At beginning of the year 2,681 2,748 299 (258)
Exchange differences 35 (72) - -
Income statement (charge)/credit 266 47 111 (62)
Adjustment in respect of prior years 15 (587) ) 33)
Tax (charge)/credit relating to components of other
comprehensive income (804) 545 (825) 652
2,193 2,681 417 299
Disclosed in the balance sheet as:
Deferred tax asset 2,610 2,864 - 299
Deferred tax liability 17 (183) 17 -
2,193 2,681 17 299
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7. DEFERRED TAX (continued)

The deferred tax balance is analysed below. All items are charged through the statement of comprehensive

income,

Fixed asset decelerated capital allowances
Employee remuneration liabilities

Other timing differences

Post retirement obligations

Total gross deferred tax asset

Fixed asset accelerated capital allowance
Pension asset

Total gross deferred tax liai)ility

Deferred tax asset/(liability)

8. TRADE AND OTHER RECEIVABLES

Non-Current

Receivable from contracts with customers
Management services to pool members
Other

Other receivables

Current

Receivable from contracts with customers
Management services to pool members
Other management services

Fireside disaster response

Other

Amounts owed by subsidiaries

Other receivables

Prepayments

Group Company
2021 2020 2021 2020
£000 £000 £°000 £000
85 59 84 59
1,544 527 207 2
424 139 - -
1,673 2,180 - 238
3,726 2,905 291 299
(823) 61) - -
(710) (163) (708) -
(1,533) (224) (708) -
2,193 2,681 (417) 299

Group Company
2021 2020 2021 2020
£°000 £000 £000 £000
6,746 1,019 3,503 1,201
99 113 46 S5
6,845 1,132 3,549 1,256
4,354 1,172 1,689 1,159
3,145 5411 1,441 1,838
377 245 - -
- - 862 2,191
1,341 202 87 124
1,444 1,472 755 588
10,661 8,502 4,834 5,900
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FINANCIAL ASSETS
FVOC1 FVPL Total
£000 £000 £000
At 1 January 2020 10,252 325 10,577
Investment income 512 - 512
Realised gain on investments 333 - 333
Unrealised gain on investments : 488 - 488
Additions - 9 9
Disposals (1,995) - (1,995)
Exchange differences (425) (12) 437)_
At 31 December 2020 9,165 322 9,487
At 1 January 2021 9,165 322 9,487
Investment income 246 - 246
Realised gain on investments 112 - 112
Unrealised loss on investments (622) - (622)
Additions - 50 50
Disposals (1,289) - (1,289)
Exchange differences 125 6 131
At 31 December 2021 7,737 378 8,115
Investments in bond funds 1,737 146 7,883
Investments in equity funds - 232 232
At 31 December 2021 7,737 378 8,115

Assets held at fair value through other comprehensive income (FVOCI) are investments held in respect of post-
employment medical scheme deficits and supplemental pension scheme liabilities.

Assets held at fair value through profit or loss (FVPL) are investments held in respect of US post-retirement
liabilities. Management has made an irrevocable election to designate the US post-retirement liabilities as fair
value through profit or loss in order to eliminate accounting mismatches. Accordingly, changes to the fair value of
the investments have no impact on the statement of comprehensive income, since all such movements are
eliminated by the equal and opposite movements in the fair value of the US post-retirement liabilities.

CASH AND CASH EQUIVALENTS

Group Company
2021 2020 2021 2020
£000 £000 £000 £000
Cash at bank and in hand 10,261 13,784 6,679 4,175
Short-term bank deposits 17,158 13,617 6,723 4,589
27,419 27,401 13,402 8,764

Cash and cash equivalents for the purposes of the cash flow statement are the same as those listed above.
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Global Aerospace Underwriting Managers Limited

Notes to the Financial Statements
At 31 December 2021

SHARE CAPITAL

2021 2020
£000 £000
Authorised, allotted, called up and fully paid
75,420,379 (2020: 75,420,379) Ordinary shares of £1 each 75,420 75,420
CUMULATIVE TRANSLATION RESERVE
2021 2020
£°000 £°000
At 1 January 3,504 6,135
Exchange adjustments 1,113 (2,631)
At 31 December 4,617 3,504
TRADE AND OTHER PAYABLES
Group Company
2021 2020 2021 2020
£000 £000 £000 £°000
Non-current
Accrued expenses 4,084 2,344 1,769 1,126
Financial liabilities at fair value through
profit or loss 378 322 - -
4,462 2,666 1,769 1,126
Current
Amount due to subsidiaries - - 655 50
Other payables 2,022 5,195 2,589 415
Accrued expenses 9,125 3,252 3,763 935
11,147 8,447 7,007 1,400
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POST-RETIREMENT BENEFITS

The Group has a number of pension and post-retirement benefit schemes for its employees. Schemes are
administered in accordance with local laws and practice. The principal schemes are the ones established in the UK
and US, which together cover the vast majority of the employees in the Group.

The UK scheme provides defined contribution type pension benefits for employees. Previously the scheme also
provided defined benefit pension benefits to certain employees but following a consultation process with affected
members, defined benefit accrual ceased on 31 March 2018. The Trustee is required to equalise UK Guaranteed
Minimum Pensions between men and women and is working on implementing this.

In the US, there is a defined contribution savings scheme for all employees. There is also a funded scheme of the
defined benefit type with assets held in a separate trustee administered fund and a further defined benefit scheme
(the US supplemental pension scheme) for which the company holds assets but not within a trust fund. Both these
defined benefit schemes are closed to accrual. In 2015, annuities for all pensioner members of the US defined
benefit sclieme were purchased, funded through the liquidation of scheme assets.

In Canada, a smaller scheme is operated. The scheme has a defined benefit section and a defined contribution
section which was introduced with effect from 1 January 2003. Employees joining the company on or after 1 May
2002 are eligible for membership of the defined contribution scheme, while the defined benefit scheme continued
for existing members but subsequently closed to accrual effective 31 March 2020. During 2021, the affected
employees converted some of their defined benefit entitlements to the scheme’s defined contribution plan, with the

remainder being transferred out.

The Group provides defined benefit medical and dental post-retirement benefits to certain employees in the US. The
cost and obligation is accrued and recognised over the period of relevant employee service. This scheme closed to
new members with effect from 31 December 2002. Medical benefits under the scheme are provided through a fully
insured Medicare supplement program for participants over the age of 65. Medical benefits for participants under the
age of 65 are provided through the Company’s primary medical insurance program. This obligation is supported
through assets held in both a separate trust as well as assets held by the Company but outside of the trust. The trust
was initially funded during 2017. The amount funded was the maximum amount permissible under the US tax
régulations. The funds in the trust were invested in identical assets to those outside of the trust. With effect from 1
January 2019, the Company changed how medical benefits are provided to participants over the age of

65. Previously, the Company purchased a supplemental medical insurance policy for each eligible participant and
the participant made a contribution to the Company for a portion of the insurance premium. For 2019, the scheme
was changed, as the Company will now provide a set amount (stipend) every month to each eligible

participant. Each participant will then select the medical insurance policy that is best suited for their particular
circumstances. The amount of the Company’s stipend will increase by 5% per year. In 2020, a similar change was
made to the dental plan whereby retirees over the age of 65 will receive a monthly stipend.
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14. POST-RETIREMENT BENEFITS (continued)

The amounts recognised in the balance sheet for post-retirement benefits are as follows:

Group Company
2021 2020 2021 2020
£000 £000 £000 £000
Defined benefit pension schemes
Present value of funded obligations 96,639 102,958 84,871 87,268
Fair value of scheme assets (99,670) (103,040) (87,706) (86,013)
(3,031) (82) (2,835) 1,255
Present value of unfunded obligations 2,251 2,398 - -
Total deficit/(surplus) (780) 2,316 (2,835) 1,255
Post-employment medical benefits
Present value of funded obligations 8,533 8,819 - -
Fair value of scheme assets (3,000) (3,333) - -
Total deficit/(surplus) 5,533 5,486 - -
Total post-retirement benefits
Present value of obligations 7,784 9,139 - 1,255
Fair value of scheme assets (3,031) (1,337) (2,835) -
Net liability/(asset) in the balance sheet 4,753 7,802 (2,835) 1,255
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14, POST-RETIREMENT BENEFITS (continued)

14.1 Defined benefit pension schemes

14.1a Analysis of movement in the net funded obligation

Group Company
Present  Fair value Present  Fair value
value of  of scheme value of  of scheme
obligation assets Total obligation assets Total
£'000 £000 £000 £000 £000 £000
At 1 January 2020 94,677 (97,722) (3,045) 78,381 (80,577) (2,196)
Current service cost 11 - 11 - - -
Past service cost, curtailment and
settlements (1,358) 1,407 49 65 - 65
Administration expenses - 46 46 - - -
Interest expense/(income) 1,992 (2,071) (79) 1,603 (1,650) 47
645 (618) 27 1,668 (1,650) 18
Return on scheme assets excluding
amounts included in interest expense ) (395 (9,395) B (7.860) (7,360)
Actuarial (gain)/loss arising from:
change in demographic assumptions (25) - 25) - - -
change in financial assumptions 13,854 - 13,854 12,455 - 12,455
Experience gains (1,495) - (1,495) (1,162) - (1,162)
12,334 (9,395) 2,939 11,293 (7,860) 3,433
Exchange differences (469) 515 46 - - -
Employee contributions - - - - - -
Employer contributions - 49) (49) - - -
Benefits paid (4,229) 4,229 - (4,074) 4,074 -
At 31 December 2020 102,958  (103,040) (82) 87,268 (86,013) 1,255
At 1 January 2021 102,958  (103,040) (82) 87,268 (86,013) 1,255
Curient service cost - - - - - -
Past service cost, curtailment and (2,312) 3,662 1,350 - - -
settlements
Administration expenses - 59 59 - - -
Interest expense/(income) 1,406 (1,416) (10) 1,121 (1,109) 12
(906) 2,305 1,399 1,121 (1,109) 12
Return on scheme assets excluding - (1,764) (1,764) - (1,928) (1,928)
amounts included in interest expense
Actuarial (gain)/loss arising from:
change in demographic assumptions 1,774 - 1,774 1,826 - 1,826
change in financial assumptions (4,612) - (4,612) (3,963) - (3,963)
Experience losses 1,059 - 1,059 763 - 763
(1,779) (1,764) (3,543) (1,374)  (1,928) (3,302)
Exchange differences 158 (163) () - - -
Employee contributions - - - - - -
Employer contributions (800) (800) - (800) (800)
Benefits paid (3,792) 3,792 - (2,144) 2,144 -
At 31 December 2021 96,639 (99,670) (3,031) 84,871 (87,706) (2,835)
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14. POST-RETIREMENT BENEFITS (continued)

14.1 Defined benefit pension schemes (continued)

Assets/liabilities are held in respect of the net

benefit obligation as follows: 2021 2020
£000 - £000

Cash 613 958
Due to pool members (3,644) (1,040)
(3,031) (82)

14.1b Analysis of movement in the net unfunded obligation

Group
Present
value of
obligation
£°000
At 1 January 2020 2,367
Interest expense 68
68

Actuarial (gain)/loss arising from:
change in demographic assumptions (24)
change in financial assumptions 216
Experience losses 28
220
Exchange differences (86)
Benefits paid (171)
At 31 December 2020 2,398
At 1 January 2021 2,398
Interest expense 46
46

Actuarial (gain)/loss arising from:
change in demographic assumptions 8
change in financial assumptions (101)
Experience losses 30
(63)
Exchange differences 30
Benefits paid (160)
At 31 December 2021 2,251

Assets/liabilities are held in respect of

the net benefit obligation as follows: 2021 2020
£°000 £000
Investments at fair value through OCI 2,369 2,572
Due to pool members (118) (174)
2,251 2,398

-36-




14.

14.2

Global Aerospace Underwriting Managers Limited
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At 31 December 2021

POST-RETIREMENT BENEFITS (continued)

Post-employment medical benefits

Analysis of the movement in the post-retirement medical obligation

At 1 January 2020

Current service cost

Plan amendments
Administrative expenses
Interest expenses/(income)

Return on scheme assets excluding amounts included in interest
expense

Actuarial (gain)/loss arising from:

change in demographic assumptions

change in financial assumptions

Experience gains

Exchange differences
Employee contributions
Employer contributions
Benefits paid

At 31 December 2020

At 1 January 2021

Current service cost

Plan amendments
Administrative expenses
Interest expenses/(income)

Return on scheme assets excluding amounts included in interest
expense

Actuarial (gain)/loss arising from:

change in demographic assumptions

change in financial assumptions

Experience gains

Exchange differences
Employee contributions
Employer contributions
Benefits paid

At 31 December 2021
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Group
Present Fair value
value of of plan

obligation assets Total
£000 £000 £000
9,222 (3,398) 5,824
81 - 81
(715) - (715)

- 29 29

_ 285 (103) 182
(349) (74 (423)

- (420) (420)

(158) - (158)
1,040 - 1,040
(134) - (134)
748 (420 328
(303) 117 (186)
76 (76) -

- (57) 7

(575) 575 -
8,819 (3,333) 5,486
8,819 (3,333) 5,486
81 - 81

- 27 27

205 (73) 132
286 (46) 240

- 150 150

38 - 38
(474) - 474)
36 - 36
(400) 150 (250)
119 41 78

36 (36) -

- @n @n
327) 327 -
8,533 (3,000) 5,533
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14. POST-RETIREMENT BENEFITS (continued)

14.3 Post-employment benefits (pension and medical)

Assets/liabilities are held in respect
of the net benefit obligation as

follows: 2021 2020
£000 £000
Investments at fair value through OCI 5,368 6,593
Due from/(to) pool members 165 (1,107)
5,533 5,486

The significant actuarial assumptions used in determining pension and post-employment benefit obligations for the
Group’s schemes are shown below:

2021 2020
UK US Canada UK US Canada

Discount rate 1.9% 2.4% 3.0% 1.3% 1.8% 2.5%
Pension growth rate 3.4% N/A N/A 3.1% N/A N/A
Deferred pension growth rate 2.7% N/A N/A 2.3% N/A N/A
Average life expectancy for pensioners

aged 62, in years:

Male 26.9 24.6 24.9 25.5 24.5 24.8
Female 28.1 261 275 27.7 25.9 275

Mortality assumptions for 2021 in the UK are from the PCxAQ0 tables with the CMI 2020 projections and a long term
rate of improvement of 1.25% pa; and for 2020 are from the PCxA00 tables with the CMI 2017 projections and a long
term rate of improvement of 1.25% pa.

Mortality assumptions for 2021 in the US are from the PRI-2012 Private Pension Plans Mortality Tables with White
Collar adjustments projected forward with Scale MP-2021; and for 2020 are from the PRI-2012 Private Pension Plans
Mortality Tables with White Collar adjustments projected forward with Scale MP-2019.

Mortality assumptions for 2021 and for 2020 in Canada are from the 2014 CPM Private Sector Montality Table with

Improvement Scale MI-2017.
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14. POST-RETIREMENT BENEFITS (continued)

14.3 Post-employment benefits (pension and medical) (continued)

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Group

Discount rate

Pension growth rate
Deferred pension growth rate

Medical inflation
Life expectancy

Company

Discount rate

Pension growth rate
Deferred pension growth rate

Life expectancy

Impact on defined benefit obligation

Change in assumption Increase in assumption

Decrease in assumption

£000 £'000

+/-1% Decrease by 15,465 Increase by 20,045
+/-1% Increase by 12,523 Decrease by 10,355
+/-1% Increase by 2,061 Decrease by 2,456
Trend +/-1% Increase by 1,460 Decrease by 1,170
+/-1 year Increase by 3,350 Decrease by 2,680

Impact on defined benefit obligation

Change in Increase in Decrease in
assumption assumption assumption
£000 £000

+/-1% Decrease by 13,182 Increase by 17,241
+/-1% Increase by 12,523 Decrease by 10,355
+/-1% Increase by 2,061 Decrease by 2,456

+/-1 year Increase by 4,098 Decrease by 3,991

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant.
In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating
the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present value
of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting period)
has been applied as when calculating the pension obligation recognised in the balance sheet.

The methods and types of assumptions used in preparing the sensitivity analyses did not change compared to the

previous period.

Pension and medical scheme assets are comprised as follows:

Group

Equity instruments
Debt instruments
Annuities

Cash and cash equivalents

Total

Company

Equity instruments
Debt instruments
Annuities

Cash and cash equivalents

Total

2021 2020
Quoted Unquoted Total Quoted Unquoted Total
£000 £°000 £2000 % £°000 £000 £'000 %
11,070 - 11,070 10.8% 9,926 - 9,926 9.3%
53,252 - 53,252 51.9% 57,324 - 57,324  53.9%
- 37,609 37,609 36.6% - 383,490 38490 36.2%
- 739 739 0.7% - 633 633 0.6%
64,322 38,348 102,670 100.0% 67,250 39,123 106,373 100.0%
2021 2020
Quoted Unquoted  Total Quoted Unquoted Total
£000 £000 £°000 %  £000 £°000 £000 %
7,748 - 1,748 88% 1,374 - 7,374 8.6%
41,918 - 41918 47.8% 39,752 - 39,752  46.2%
- 37,609 37,609 42.9% - 38,490 38,490 44.7%
- 431 431 0.5% - 397 397 0.5%
49,666 38,040 87,706 100.0% 47,126 38,887 86,013 100.0%
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14. POST-RETIREMENT BENEFITS (continued)

14.4 Risks

Through its defined benefit pension schemes and post-employment medical schemes, the Group is exposed to a
number of risks, the most significant of which are detailed below:

14.4a) Asset Volatility

For the purposes of these financial statements the defined benefit scheme obligations are calculated using a discount
rate set with reference to corporate bond yields; if scheme assets underperform this yield, ceteris paribus, scheme
funding will deteriorate. Both the UK and US schemes hold a proportion of their investments in equities, which are
expected to outperform bonds in the long-term while providing increased volatility and risk in the short-term. The
UK scheme has a policy of purchasing annuities in respect of pensioner obligations when trustees consider it cost

effective to do so.
The Group believes that due to the long-term nature of the scheme obligations and the strength of the supporting

Group, a level of continuing equity investment is an appropriate element of the Group's long term strategy to
manage the schemes cost effectively. See below for more details on the Group’s asset-obligation matching strategy.

As the schemes mature, the Group is reducing the level of investment risk by investing more in assets that better
match the obligations.

14.4b) Changes in bond yields

A decrease in bond yields will increase scheme obligations, although this will be partially offset by an increase in
the value of the schemes’ bond holdings.

14.4c) Inflation risk
The UK scheme’s obligations are linked to inflation, and higher inflation will lead to higher obligations. The
majority of the scheme’s bond assets are index linked government bonds of long duration which will move broadly

in line with the obligations as inflation expectations change. Equity investments are loosely correlated with
inflation, meaning that an increase in inflation will also increase the deficit.

Part of the US medical scheme is exposed to inflation in medical costs.

The US pension payments are not linked to inflation, so this is not a relevant risk.

14.4d) Life expectancy

The majority of the schemes’ obligations are to provide benefits for the life of the member, so increases in life

expectancy will result in an increase in the schemes’ obligations. This is particularly significant in the UK scheme,
where inflationary increases to pensions result in higher sensitivity to changes in life expectancy.

14.4e) Insurer default risk

As a significant proportion of the UK scheme’s assets are held in annuities, the scheme bears the risk of the
insurance company defaulting on the payments, resulting in the scheme being forced to make additional pension

payments.
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POST-RETIREMENT BENEFITS (continued)

14.5 Asset matching and funding

15.

14.5a) Asset matching

For the funded schemes, the Group ensures that a portion of the schemes’ investments are invested in bonds of a
broadly similar duration to and in the same currency as the schemes’ obligations. The Group does not use
derivatives to manage its risk. Investments are well diversified, such that the failure of any single investment would
not have a material impact on the overall level of assets.

A significant proportion of the UK scheme assets are held in annuity policies in respect of almost all of the current
pensioner obligations in the scheme. The Scheme has historically bought annuities in respect of pensioner
obligations and further purchases may be made in the future for new pensioners. Equities are invested in a globally
diversified portfolio of international entities, generally via index tracking funds offered by leading international
investment managers.

14.5b) Funding

The Group has established a practice with its pool members whereby pension deficits calculated under International
Accounting Standards are charged to them and funded by them in the year following the year in which they arise.
Such receipts are either paid into the appropriate scheme or held on the balance sheet. The triennial valuation of the
UK scheme reported a £3.3 million deficit on 1 January 2021, a recovery plan has been agreed with the pension
trustee to repair this deficit. The next triennial valuation is due to be completed as at 1 January 2024.

Expected contributions to post-employment defined benefit schemes for the year ending 31 December 2022 are
£2.0 million. At 31 December 2020, the expected contributions for the following year were £0.

The weighted average duration of the defined benefit obligation is 17.4 years (2020: 17.3 years).

PROVISIONS
Group Company
2021 2020 2021 2020
£°000 £000 £000 £000
At 1 January 302 228 234 228
Additional provisions and increases to provisions 81 68 - -
Unwinding of discount 6 6 6 6
Exchange differences “) -
At 31 December 385 302 240 234

The provision for the Company is the present value of the expected dilapidations cost of Fitzwilliam House, which
the Company leases for its head office. On expiry of the lease the Company will be required to restore the occupied
space to its original condition at its own expense.

The provision for the Group includes statutory expenses payable to French employees on retirement. The expense

payable depends on the remuneration of employees during their employment and their length of service. The
provision assumes the rate of annual staff turnover is 2%.
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16. CONTRACT LIABILITIES

Non-current
Other management services

Current

Management services to pool members
Fireside disaster response

Other management services

17. LEASES

17.1 Lease amounts in the Balance Sheet

Property, plant and equipment
Right-of-use assets

Premises

Equipment

Lease Liabilities
Non-Current
Current

Notes to the Financial Statements
At 31 December 2021

Group Company
2021 2020 2021 2020
£000 £000 £000 £000
859 1,011 27 33
859 1,011 27 33
6,163 3,540 3,721 1,567
672 509 - -
4,203 4,247 1,102 995
11,038 8,296 4,823 2,562
Non-current contract liabilities at 31 December 2021 are expected to be recognised as revenue within six years.
Current contract liabilities at 31 December 2020 were recognised as revenue in the reporting period.
Group Company
2021 2020 2021 2020
£000 £000 £000 £000
9,279 6,042 2,958 3,348
132 158 33 56
9,411 6,200 2,991 3,404
10,043 5,106 2,837 3,366
1,512 2,129 657 604
11,555 7,235 3,494 3,970

Additions to right-of-use assets during 2021 were £5,244,000 for the Group (2020: £382,000). Additions for the

Company during the year were £139,000 (2020: nil). Disposals of right-of-use assets during 2021 were

£21,000 for the Group (2020: £84,000). There were no disposals for the Company during the year (2020: nil).

See Note 3c for a maturity analysis of lease liabilities.

17.2 Lease amounts in the Statement of Comprehensive Income

Revenue
Sublease income

Administrative expenses
Depreciation charges
Premises
Equipment
Short term lease expenses
Low value lease expenses

Other gains/(losses)
Gain on lease disposal

Finance Costs
Lease liability interest

Group

2021 2020

£000 £000

41 37

(1,952) (2,053)

549 (70)

(28) 33)

21) (22)

3 6

(258) _(292)
__(2,269) (2,427)
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LEASES (continued)

17.3 Lease terms and cash flows as a lessee

174

18.

Some of the Group's leases contain options to extend the lease term. Where it is reasonably certain that leases will be
extended, the additional cash outflows are included in the lease liability at a discounted rate. Otherwise, where
extension is not reasonably certain, additional cash outflows are excluded.

Some premises leases contain variable lease payments that are linked to an inflation index. The cash flow impact
from a 1.00% increase in the inflation index is shown below.

Group Company
2021 2020 2021 2020
£000 £000 £°000 £000
Cash outflow from lease payments 2,437 2,622 770 763
Cash outflow from extension options
Included in the lease term - - - -
Excluded from the lease term 829 847 - -
Variable lease payments
1.00% increase to index 4 4 - -

Lease terms and cash flows as a lessor
The Group sublets premises as an intermediate lessor where office space has become superfluous. The terms of the
sublease issued match the head lease, but the Group retains the credit risk for the sublease. The following payments
are receivable in respect of the sublet premises:
Group Company
2021 2020 2021 2020
£000 £000 £000 £°000
Less than one year 41 38 - -
1 to 2 years 21 38 - -
2 to 3 years - 19 - -
62 95 - -
REVENUE
2021 2020
£000s £°000s
Revenue from services provided during the period
Management services to pool members 55,524 46,673
Other management services 7,113 10,396
Fireside disaster response 1,853 1,475
Sublease income 41 37
Revenue from services provided in prior periods
Management services to pool members 5,674 561
Other revenue
Foreign exchange gain ) 4 27
70,209 59,169
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19.3

Global Aerospace Underwriting Managers Limited
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At 31 December 2021

ADMINISTRATIVE EXPENSES

Depreciation, amortisation and impairment charges
Employee benefit expense (see Note 19.2)
Other expenses

Auditors’ remuneration

During the year, the Group’s auditors provided the following services:

Fees payable to Mazars:

Audit services

Audit of the consolidated financial statements

Non-audit services

Tax services

Other services not covered above

Fees in respect of the Global Aerospace pension scheme
Audit

Fees payable to MNP:

Audit services

Audit of Canadian subsidiary financial statements
Non-audit services

Tax services

Other services not covered above

Fees in respect of the Global Aerospace pension scheme
Audit

Fees payable to SEC Burette:
Audit Services
Audit of French subsidiary financial statements

Employee benefit expenses

Wages and salaries

Social security costs

Other pension costs — defined contribution plans
Other pension costs — defined benefit plans
Other post-employment benefits

Employee numbers

Average number of employees:
UK
Canada
US (Global Aerospace Inc.)
US (Fireside Partners Inc.)
Switzerland
France
Germany
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2021 2020
£2000 £°000
3,519 3,528

39,392 32,584

15,580 11,085

58,491 47,197
2021 2020
£2000 £000
106 95
45 57
230 218
9 9
390 379
12 11

5 4
50 46
12 11
79 72

9 11

478 462
2021 2020
£2000 £'000
34,775 27,577
3,363 2,443
2,871 2,891
(1,857) (411)
240 84
39,392 32,584
2021 2020
89 86

26 27

166 165

39 47

6 6
12 11

3 3

341 345
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

OTHER GAINS/(LOSSES)

Gain on disposal of financial assets at fair value through
other comprehensive income
Gain/(loss) on disposal of property, plant and equipment

FINANCE INCOME AND COSTS

Finance income
Other interest

Finance costs
Shareholder loan interest
Lease interest
Other interest

Finance income and costs are interest on financial insttuments.

INCOME TAX EXPENSE

Current tax:

- on profit for the year

- adjustments in respect of prior years
Deferred tax (see Note 7)

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the

weighted average tax rate applicable to profits of the consolidated companies as follows:

Profit before tax

Tax calculated at domestic tax rates applicable to profits in the respective
countries

Expenses not deductible for tax purposes

Change in tax rates or regulations

Adjustments in respect of prior years

Excess foreign taxes

The weighted average applicable tax rate was 20.93% (2020: 19.84%).
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2021 2020
£:000 £2000
112 333
(30) 5
82 333
2021 2020
£:000 £°000
262 607
262 607
- (370)
(258) (292)
3 (8)
(266) (670)
2021 2020
£'000 £°000
2,677 2,547
32 (733)
(281) 540
2,428 2,354
2021 2020
£2000 £°000
11,796 12,247
2,468 2,429
47 41
(106) 28
18 (146)
1 2
2,428 2354




Global Aerospace Underwriting Managers Limited

Notes to the Financial Statements
At 31 December 2021

22. INCOME TAX EXPENSE (continued)

The tax charge/(credit) relating to components of other comprehensive income is as follows:

Re-measurement of defined benefit obligation
Losses on financial assets measured at FVOCI
Currency translation difference

Other comprehensive expense/(income)

Current tax
Deferred tax

Re-measurement of defined benefit obligation
Gains on financial assets measured at FVOCI
Currency translation difference ’

Other comprehensive expense

Current tax
Deferred tax

23. NET FOREIGN EXCHANGE GAINS/(LOSSES)

The exchange differences credited/(charged) to the statement of comprehensive income are

included as follows:

Revenue
Other Comprehensive Income

24. DIVIDENDS PER SHARE

The interim dividends paid in 2021 and 2020 were £7,439,000 (9.86 pence per share) and £5,253,000

2021
Tax
Before charge/ After
tax (credit) Tax
£000 £000 £000
(3,856) 958 (2,898)
622 (153) 469
(1,113) - (L,113)
(4,347) 805 (3,542)
805
805
2020
Tax
Before charge/ After
tax (credit) tax
£°000 £000 £000
3,487 (665) 2,822
(488) 120 (368)
2,631 - 2,631
5,630 (545) 5,085
(545)
(545)
2021 2020
£000 £000
27
1,113 (2,631)
1,117 (2,604)

(6.96 pence per share) respectively. No final dividends were paid (2020: nil).
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Glabal Aerospace Underwriting Managers Limited
Notes to theAFinancial Statements
At 3] December 2021

25. CASH GENERATED FROM OPERATIONS

A) Group

Profit before taxation
Adjustments for:
Amortisation
Depreciation
Realised gain on sale of investments (FVOCI)
Realised gain/(loss) on sale of property, plant and equipment
Finance income
Finance costs
Post-employment benefits

Changes in working capital
Trade and other receivables
Trade and other payables
Provisions

Cash generated from operations

B) Company

Profit before taxation
Adjustments for:
Amortisation
Depreciation
Dividends receivable
Finance income
Finance costs
Post-employment benefits

Changes in working capital
Trade and other receivables
Trade and other payables
Provisions

Cash generated from operations
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2021 2020
£000 £2000
11,796 12,247
766 742
2,753 2,786
(112) (333)
30 5)
(262) (607)
266 670
3,856 (3,487)
(5,692) 3,930
2,673 (1,279)
87 74
16,161 14,738
2021 2020
£:000 £°000
7,418 11,653
91 101

668 659
(3,699) (3,906)
@ 4)
113 501
3,302 (3,433)
(4,062) 476
7,250 1,034
6 6
11,085 7,067
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

COMPANY INFORMATION AND PRINCIPAL SUBSIDIARIES
The Company is incorporated and domiciled in England, and is a company limited by shares.

The Company owns the entire share capital of GAUM Holdings Inc. (formerly Global Aerospace Underwriting
Managers (USA) Inc.) registered in Delaware, USA and the US company owns the entire share capital of Global
Aerospace, Inc. registered in Delaware, USA, which is the management company for the Group in the US. It also
owns Fireside Partners, Inc. registered in Delaware, USA which was acquired in April 2015.

The Company owns the entire share capital of Global Aerospace Underwriting Managers (Canada) Limited
(incorporated in Canada), which is the management company for the Group in Canada.

The Company owns the entire share capital of Global Aerospace Underwriting Managers (Europe) SAS which was
incorporated in France on 25 July 2018. The Company transferred its French and German business into Global
Aerospace Underwriting Managers (Europe) SAS, in exchange for newly issued shares, with retroactive effect on 1
January 2019. Global Aerospace Underwriting Managers (Europe) SAS was established to ensure continuity of
business in the European Union after Brexit. Refer to ‘Impact of Brexit® in the Strategic Report above for further

details.
The Company owns the entire share capital of British Aviation Insurance Group (Underwriting Services) Limited,
British Aviation Insurance Group (Technical Services) Limited, BAIG Limited, Global Aerospace Underwriters

Limited, Associated Aviation Underwriters Limited and Global Limited. All of these companies are registered in
England and were dormant throughout the year.

All subsidiaries are included in the consolidated financial statements.

RELATED PARTY TRANSACTIONS

Miinchener Riickversicherungs-Gesellshaft Aktiengesellschaft in Miinchen (Munich Re) holds 51% of the
Company’s share capital and Northern States Agency, Inc. holds 49%.

The Articles of Association provide that the voting rights between Shareholders are equal. Resolutions at
directors’ meetings are decided by a majority of votes cast, with each Shareholder having an equal number of
votes. Therefore, there is no ultimate controlling party of the Company.

The pool member National Indemnity Company is under common ownership with Northern States Agency, Inc.

Management fees, profit commission, and management charges were charged to these parties as follows:

Management fees Profit commission Management charges

2021 Restated 2021 Restated 2021 Restated

2020 2020 2020

£000 £000 £000 £000 £000 £000

National Indemnity* 1,650 1,559 1,042 200 9,926 8,747
Munich Re** 4,482 4,236 2,831 542 25,540 21,952

At year end the following balances were due to and from these parties:

Amounts owed to Amounts owed by
related party related party
2021 Restated 2021 Restated
2020 2020
£000 £°000 £°000 £°000
National Indemnity* 264 280 2,494 1,727
Munich Re** 441 779 6,969 1,586

* includes other fellow companies under common ownership with the National Indemnity Company.
** jincludes other fellow companies under common ownership with Munich Re.
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Global Aerospace Underwriting Managers Limited
Notes to the Financial Statements
At 31 December 2021

RELATED PARTY TRANSACTIONS (continued)

In 2021, the Group purchased internal audit services from Resolute for £14,100 (2020: £21,800) and received fees
from Net Jets Inc. of £87,200 (2020: £99,400) and from Flight Safety International of £13,100 (2020: none). The
Company also received management charge funding of £2,300 (2020: £2,300) from Tenecom Limited, a run-off pool
member. Resolute, Net Jets Inc., Flight Safety International and Tenecom Limited are fellow group companies of
Northern States Agency, Inc.

In 2021, the Group paid Munich Re and the Munich American Reinsurance Company, a fellow group company of
Munich Re, £197,400 (2020: £177,300) for leased office space in Paris and Atlanta; no amounts were prepaid in
respect of future reporting periods (2020: £2,200). The Paris lease agreement is non-cancellable until November
2022 and the Atlanta lease agreement expired during 2021. The Group has a £113,100 (2020: £281,900)
commitment to the Munich Re group in respect of these leases included in Note 17 above.

At 31 December 2021 the parent Company had amounts due from subsidiaries of £862,000 (2020: £2,191,000 and
due to subsidiaries of £655,000 (2020: £50,000).

Key management compensation

2021 2020

£000 £000

Salary and short-term benefits 3416 3,207
Post-employment benefits 182 197
Bonus based on pool trading profits 2,302 14
Total 5,900 3,418

During 2021, a close family member of a key manager received compensation of £393,000 (2020: £288,000) as an
employee. No impairments or provisions were recognised during the period and there were no outstanding balances
or commitments at the reporting date in respect of this close family member.

During 2021, three key managers purchased used phones from the Company at a cost of £170 each and another key
manager purchased a used phone from the Company at a cost of £395. The amounts charged were the open market
fair values at the time. There were no outstanding balances or commitments at 31 December 2021 in respect of these
transactions and no bad or doubtful debts have been recognised.

Directors’ Remuneration

2021 2020
Highest Total Highest Total
Paid Director = Emoluments Paid Director =~ Emoluments
£000 £000 £°000 £000
Salary and other benefits 378 716 377 3!
Bonus based on pool trading profits 750 975 2 3
Total 1,128 1,691 379 714

The bonus paid on pool trading profits are amounts relating to profits of prior pool years. No Company contributions
were made into pension schemes for directors in 2020 or 2021.

EVENTS AFTER THE REPORTING PERIOD

The following non-adjusting event occurred after 31 December 2021:

Russian Invasion of Ukraine .

The impact on management fees which are derived from estimated gross written premiums is expected to be
immaterial. Claims linked to the conflict may arise in 2022 on policies underwritten in 2021 not subject to sanctions,

and this would affect profit commission. The impact is very uncertain because we cannot be sure how policy wordings
will ultimately be interpreted, but our current expectation is that the effect will be minor.
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